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Chairman’s 
Letter 


It is my pleasure to present herewith the Balance Sheet, the Statement of Earnings and the 
Statement of Source and Application of Funds for the year ended December 31, 1966. 


The Statement of Earnings submitted herewith shows net earnings after income taxes and 
depreciation for the year of $6,150,907. This is the highest in your company’s history and is 
equivalent to $1.04 per share of common stock outstanding. The increase in net earnings for 
the year 1966 over last year has been approximately 13%. >= 


These earnings have been achieved despite the rapid ‘decline in raw sugar prices, which in 
December were the lowest in forty years. Raw sugar today is quoted on the world market at 
approximately one-half the cost of production. Inventory adjustments throughout the year to 
keep our raw sugar inventory adjusted to the dropping sugar prices, were approximately 
$556,000. However, we now have sizeable amounts of sugar purchased firm for delivery at 
slightly below today’s world prices, so we should be in an excellent position when the price of 
sugar stabilizes at or near its cost of production. Serious attempts are now being made to reach 
agreement on an international sugar policy amongst the major sugar producers of the world. 
This should add stability to the market. 


WORKING CAPITAL—The net working capital at the year end decreased to $9,506,855 as 


compared to $20,339,699 at the end of 1965. This is a temporary situation brought about by - 


the purchase of and payment for a number of fishing trawlers and tuna vessels during the 
month of December 1966. Financing is now being arranged for these vessels and the working 
capital should be increased by approximately $7 million in 1967 as a result of this financing. 


DIVIDEND POLICY—Our present dividend rate is 50¢ per common share, payable 12’4¢ per 
quarter. It has been our policy for some years to pay annually between 50 and 60% of earnings. 
This year’s dividend rate will receive consideration in the near future. 


EXPANSION AND DIVERSIFICATION -—The senior officers of the company have continued 
to devote considerable study to the program of diversification. The benefits from this program 
should start accruing to your company during this current year and would be in full effect 
during the year 1968. 


TUNA FISHING OPERATIONS—A new company called Canadian Tuna Company (1965) 
Limited was organized to process and can tuna. Two new tuna canning plants are being 
constructed on the St. Croix River, which divides the Province of New Brunswick and the 
State of Maine. The combined output of these two plants will be approximately 1,000,000 


cases per year. The tuna will be sold in Canada under the label ‘Chicken of the Sea” and ‘‘Poulet 
de la Mer”. 


The Canadian plant is being constructed in a designated area. Under present income tax laws, 
plants constructed in a designated area are exempt from income tax for the first three years 
of operation. 


Atlantic Sugar has placed orders for five large tuna fishing vessels at a total cost of $12,261,000. 
These fishing vessels, the largest, most modern of their type in North America, are capable of 
_ Carrying provisions for voyages of up to one hundred days and will fish principally in the Pacific 
Ocean adjacent to the west coast of South America. Each vessel is capable of quick freezing 
and storing approximately 900 tons of tuna per voyage. 


The Canadian Tuna canning plant in New Brunswick will be ready for operation in March, 1967. 
Two of the tuna vessels were scheduled for delivery in December, 1966 but the shipbuilder has 
not maintained contractual delivery dates. Raw frozen tuna has been purchased for the initial 
start up in March. All five of the tuna vessels are now scheduled for delivery during this current 
year commencing in March, 1967. 


The minority interests in Canadian Tuna have recently been purchased so that now your 
company owns 100% of this company. 


GROUND FISH OPERATION (NORTHWEST ATLANTIC)—A new company called 
Atlantic Fish Processors Co. Ltd. (100% owned) was organized to buy and process cod, 
halibut, haddock and ocean perch. The Province of Newfoundland through a Crown Corpora- 
tion, Mooring Cove Building Corporation, is building to our specification a modern fish pro- 
cessing plant, having a capacity of 60 million pounds per year at Marystown, Newfoundland. 
Our agreement provides for the leasing of this plant on terms that are attractive to your company. 
We also have a commitment from the Newfoundland Government whereby a second plant can 
be built under similar terms. 


The plant is being constructed in an area designated by the Canadian Government as a depressed 
area. Under present income tax laws, new companies established in such designated areas are 
exempt from income tax for the first three years of operation. 


Atlantic Sugar has purchased ten modern stern trawler fishing vessels at a total cost of 
$12,217,000. The first two fishing vessels have been delivered and the balance will be completed 
and delivered during this current year. The fishing plant in Marystown will be complete and 
placed in operation in March of 1967. 


ACADIA PULP AND PAPER LIMITED—Your company purchased 51% of South Nelson 
Forest Products Corporation on February 4, 1966. This is a company located at South Nelson, 
New Brunswick, which produces groundwood pulp sold principally in Europe. This ground- 
wood pulp is used by paper companies in the manufacture of newsprint and quality paper. The 
groundwood mill had been shut down because the mill could not produce pulp of a proper 
specification. As a result of the financing provided by your company, the defective equipment 
was replaced with proper equipment and the plant started up. The mill was operated at a reduced 
rate until tests were completed, showing that the groundwood pulp was of high quality. The 
last of the new equipment is now being installed and the mill should soon be operating at a 
design capacity of 150,000 tons per year. 


In line with the change in ownership, the name of this company was changed to Acadia Pulp 
and Paper Limited on June 1, 1966. 


Acadia Pulp and Paper holds Forest Management licenses from the New Brunswick Govern- 
ment sufficient for an annual cutting rate of 230,000 cords per year which is sufficient to 
provide for current needs and future requirements mentioned in the next paragraph. The 
management licenses, together with lands owned by the company, cover over 1,200 square 
miles of forest lands. The management licenses are for a period of 50 years and are renewable. 
Engineering reports show that this timber is located on land that is accessible and can be cut 
in an economical manner. The mill is located on deep water at the mouth of the Miramichi 
River, so that shipments can be made by water to Europe and the Atlantic seaboard. 


Our ultimate goal is the manufacture of newsprint in New Brunswick. Our plans for the news- 
print mill have been delayed due to the over-expansion in the newsprint industry during the 
years of 1965 and 1966. In conjunction with Parsons & Whittemore Incorporated, we have 
engaged H. A. Simons (International) Ltd. of Vancouver to prepare a new feasibility report re- 
garding the installation of the paper mill. This feasibility report is now in hand and confirmed the 
favourable economics of construction of a new paper mill. We are now negotiating regarding 
the financing of the new mill and we would expect a further announcement to be made in this 


\. regard in the near future. Our goal is to start construction of the mill during 1967. 


OUTLOOK FOR THE FUTURE—Our sugar refinery in Saint John, New Brunswick is, in our 
opinion, the most efficient in Canada. We expect a normal increase in our volume of business 
in the coming year. We are endeavouring to lower the unit cost of production through modern- 
ization of our plant to offset the rail differential on shipments to Quebec and Ontario. Sugar 
prices today are abnormally low. We have a large inventory which has been written down to 
reflect these low prices. We would expect any change in sugar prices to be upward and as a 
result, we look forward to increased earnings from our sugar-operations for the coming year. 


THE FISHING INDUSTRY—The world is becoming increasingly aware of the importance of 
the sea as a source of high protein food which the world so urgently needs. We have constructed 
the most modern fishing vessels and processing plants in the world. We have been fortunate to 
obtain experienced and dynamic management personnel for this operation. We expect to 
receive a substantial contribution to our earnings from the fishing subsidiaries when in full 
operation. 


GENERAL OUTLOOK—We recognize the risk involved in long range projection for the future 
when leading economists cannot agree whether we are facing inflation or recession. Never- 
theless, we feel that our shareholders should be fully informed of what your management 
expects from the future. Our diversification program has been directed towards dampening 
the cycles and we believe will be stable under most circumstances. We should be less affected 
than most industries by adverse business cycles. The population of the world is rising rapidly 
and at the same time, the standard of living is increasing. This creates a steady and ever increas- 
ing demand for our products. We anticipate that 1967 will be another banner year under 
favourable circumstances. Earnings could increase as much as 20¢ per share. 


YOUR COMPANY—Your company has had a remarkable history. Incorporated in 1914, it 
went through a long period of slow growth and development until approximately 10 years ago, 
when we decided to modernize our facilities at a cost of approximately $14 million, most of 
which was paid for out of retained earnings. The results were astounding. The earnings per | 
common share increased 1000% in this 10 years. Earnings from our sugar operation will con- 
tinue to increase, but at a reduced rate. However, due to our diversification program, we are 
now entering a new era. In my opinion, our earning power over the years ahead should show 
fully as dynamic a growth as it has over the last 10 years, so that, in addition to the stability of 
present earnings, we are now in a growth situation. 


We express again in respect of the year 1966 to our operating personnel our appreciation of 
their continued loyal and efficient services. 


Yours sincerely, 


Bs Gorir Dect 


a fers 


Chairman of the Board 
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SIGNED ON BEHALF OF THE BOARD 


J.H. GAIRDNER, Director 


SALTER A. HAYDEN, Director 
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Statement of Earnings 
for the Year Ended December 31, 1966 
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Statement of Source and Application of Funds 


for the Year Ended December 37, 1966 
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Notes to Financial Statements 
for the Year Ended December 31, 1966 


1. MARKETABLE INVESTMENTS—The market value of the investments was $10,327,000 as at December 31, 1966 and 
was $10,891,000 as at February 10, 1967. 

2. SHORT-TERM NOTES—This includes $1,300,000 face value of Atlantic Acceptance Corporation Limited notes at a cost 
of $1,274,586. It is the opinion of the directors that the reserve for investments and contingencies is adequate to cover the 
anticipated loss on realization of these notes. 

3. INVENTORIES—In prior years, it was the practice of the company to value its inventories at the lower of cost or market. 
As of December 31, 1966, inventories were not reduced from cost to market to the extent that such inventories were 
protected by sales contracts for future delivery. 

4. INVESTMENTS IN AND ADVANCES TO SUBSIDIARIES—These are composed of the following: 


Percentage Bonds 
of Shares and notes 
ownership at cost at cost Advances Total 
Acadia Pulp and Paper Ltd. 51% 1 5 ,000 ,000 _ 5,000 ,001 
Atlantic Fish Processors Co. Ltd. 100% 120 — 405 ,872 405 ,992 
Canadian Tuna Company (1965) Limited 100% 190 ,000 — 2,023,214 DANG 2G 


$190,121 5,000 ,000 2,429 ,086 HONOR ZO), 


The accounts of the subsidiaries have not been consolidated with those of the parent because they are still in process 


of organization and construction. 

The investment in Acadia Pulp and Paper Ltd. was acquired February 4, 1966. At this time the company was not in 
Operation and a loss was recorded for the year ended March 31, 1966. The portion attributable to the parent since acquisi- 
tion (under provisions of Section 89 of The Corporations Act of Ontario) would be approximately $147,000. 

The Auditors’ Report dated June 27, 1966, to the Shareholders of Acadia Pulp and Paper Ltd. for the year ended 
March 31, 1966 includes the following comments as qualifications: 

“The following items referred to in the Explanatory Notes to the Financial Statements, which are material in amount, 
have not been resolved at this date: 

1. A legal action taken by the Company in the amount of $5,211,402.00 against certain engineers and suppliers. 

2. Establishment of a depreciation policy. 

3. Application of the Take or Pay Contract referred to in Explanatory Note 6.” 

Note 6 refers to the fact that the depreciation policy was still to be established by the Directors of the Company and that 
the result of the legal action instituted against the engineers and suppliers was still outstanding, which made it impossible 
or impractical, under the circumstances, to compute any amount which the purchasers, Cartiere del Timavo S.p.A. and 
Cartiere di Arbatax S.p.A., might have had to pay under the purchase agreement which those two companies have with 
Acadia Pulp and Paper Ltd. 

5. FIXED ASSETS—Fixed assets are carried at values as appraised by Canadian Appraisal Company Limited as of October 7, 
1939 in respect of the Dartmouth refinery and by Stone and Webster Engineering Corporation as at September 30, 1954 
in respect of the Saint John refinery with subsequent additions at cost less retirements. 

6. INCOME TAXES—In connection with the diversification programme commenced in 1965 the company expended an 
amount of approximately $6,358,000 in 1966 on the acquisition of ships. Provision for income taxes for the year was 
based upon a claim of maximum depreciation allowances under income tax regulations on these ships and on refinery 
assets. Such claim exceeded the depreciation provided in the accounts by $4,267,000 with a resultant reduction of 
$2,219,000 in income taxes otherwise payable for the year. The accumulated excess of depreciation claimed over that 
provided in the accounts amounted to $7,914,000 and the accumulated tax reductions to $4,009,000 over the years 
1962 to 1966 inclusive. 

7. FIRST MORTGAGE BONDS- Sinking fund requirements for 1967 amount to $180,000 in respect of the Series “A” bonds, 
and $321,449 in respect of the Series “B’ bonds. 

8. CAPITAL STOCK—During the year the issued common shares were subdivided three for one into 5,400,000 shares, and 
the authorized shares were increased to 6,600,000. 

In addition to 5,400,000 common shares issued and fully paid, 60,000 authorized common shares were issued and sold 
to an officer of the company on April 21, 1966 at $9.33% each, payable not later than April 21, 1971. Such shares are 
held in trust and do not qualify for dividends until fully paid. 

9. CONTINGENT LIABILITIES—The company is contingently liable for the following commitments made to or to be made 
by its subsidiaries: 
(1) Long-term leases of fish processing plants being constructed at a total estimated cost of $9,500,000. On completion, 

the subsidiaries will lease the plants at annual rentals sufficient to amortize the cost over the terms of the leases. 
(2) The acquisition of a fish processing plant estimated to cost $4,300,000. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of Atlantic Sugar Refineries Co. Limited as at December 31, 1966 and the statements 
of earnings, retained earnings and source and application of funds for the year ended on that date. Our examination included 
a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. a 

In our opinion, the accompanying balance sheet and statements of earnings, retained earnings and source and application of 
funds, when read in conjunction with the notes thereto, present fairly the financial position of the company as at December 31 : 
1966 and the results of its operations for the year ended on that date, in accordance with generally accepted accounting 


inciples applied on a basis consistent with that of the preceding year. 
ates £4 is McDONALD, CURRIE & CO. 


February 10, 1967 Chartered Accountants 
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